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SUB J : MOV NEGOTIATIONS: PROPOSED LETTER TO FINANCE MINISTER 
NEW DELHI FOR O'DONNELL (AID) 

REF: COLOMBO 1666 

1. AS REPORTED REFTEL,AMBASSADOR INTENDS TO EXCHANGE 
LETTERS OF UNDERSTANDING ON MOV SETTLEMENT WITH DR. 

N.M. PERERA, MINISTER OF FINANCE, ON THURSDAY MORNING, 

JUNE 27, ASSUMING GSL AGREEMENT TO OUR PACKAGE BY THEM, 
FOLLOWING IS PORPOSED TEXT: 

2. DEAR MR. MINISTER: YOU WILL RECALL THAT, IN OUR 
MEETING OF JANUARY 31,1 RAISED THE DESIRABILITY OF 

RF, ACHING AGREF.MF.NT AS RAPIDLY ASPOSSIBLE ON THE LONG- 
OUTSTANDING ISSUE OF THE MAINTENANCE OF VALUE OF THEE 
ICA LOANS. YOU SUGGESTED THAT THE BEST PROCEDURE TO 
ACHIEVE THAT END WOULD BE FOR ME TO UNDERTAKE NEGOTIATIONS 
WITH DR. CHANDRA COOREY, SECRETARY, MINISTER OF 
FINANCE, WITH HE UNDERSTANDING THAT I WOULD BE FREE 
TO CALL UPON YOU WHEN I THOUGHT NECESSARY. THOSE 
MEETINGSWITH MR.COOREY HAVE PROCEEDED ON A REGULAR 
BASIS. 

ON JJNE 6 YOU AND I DISCUSSED THE CURRENT 
NEGOTIATING SITUATION, AND FURTHER PROGRESS WAS 
MADE, AND WE AGREED TO SEEK TO REACH AGREEMENT IN 
LIMITED OFFICIAL USE 
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INTO EFFECT ON JULY 1, 1974. 

I AM VERY PLEASEDTO REPORT THAT, AFTER FURTHER 
MEETINGS WITH MR.COOREY, WE HAVE ARRIVED AT AN 
UNDERSTANDING ON THE OUTSTANDING ISSUES. 

THE UNITED STATES PROPOSES A COMPROMISE FORMULA, 

AS FOLLOWS: 

-LOANS ICAX-1 AND ICAX-2 WILL BE REPAID 

AT THE OFFICIAL RATE AND LAON ICAX-3 AT THE FEEC RATE; 

(ALTERNATIVELY, ICAX-1 AND ICAX-2 AT FEEC AND LOAN ICAX-3 
AT OFFICIAL, DEPENDING ON GSL PREFERENCE); 

-ARREARAGES TO JULY 1, 1974 ON ALL THREE ICA LOANS WILL BE 
COMPUTED AT THE OFFICIAL RATE; 

-ALL ARREARAGESON ALL ICA AND DLF LOANS 

WILL BE REPAID OVER A FOUR- YEAR INTER VAL.ON THE DATE THAT REGULAR 

LONA PAYMENTS FALL DUE, BEGINNING JULY 1, 1974 AT THE 

APPLICABLE RATE OF EXCHANGE PREVAILING ON THE DATE OF REPAYMENT; 

-INTEREST RATES ON THE ARREARAGES WILL BE THE SAME AS THOSE 
SPECIFIED IN THE ORIGINAL LOANS. 

IF YOU ARE IN AGREEMENT WITH THIS PROPOSAL. I SHOULD 

APPRECIATE YOUR SO CONFIRMING BY LETTER, WHICH 

WITH MY LETTER WOULD CONSITUTE AN EXCHANGE OF AGREEMENTS 

IN PRINCIPAL THAT WOULD PERMIT THE SETTLEMENT TO GO 

INTO EFFECT ON JULY 1. ANY FORMAL LEGAL DOCUMENTATION, 

AS REQUIRED, COULD BE DRAWN UP SUBSEQUENTLY. 

I AM GRATIFIED THAT WE HAVE BEEN ABLE 

TO WORK OUT A REASONBLE AND EQUITABLE ARRANGMENT AND 
SO RESOLVE WHAT YOU AND I NOTED ON JUNE 6 WAS THE ONLY 
OUTSTANDING BILATERALPROBLEM BETWEEN OUT TWO GOVERNMENTS AND 
AN ISSUE OF CONTENTION FOR MORE THAN FIVE YEARS. THE 
RESOLUTION OF THIS VEXING ISSUE IS A FURTHER REFLECTION 
OF THE GOOD RELATIONS EXISTING BETWEENSBUR TWO COUNTRIES. 

END PROPOSED TEXT. 

3. REQUEST DEPARTMENT S CONCURRENCE OR REVISIONS BY 
OPENING OF BUSINESS COLOMBO TIME TUESDAY, JUNE 25. 

VAN HOT JEN 
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